Abstract Our results indicate that two thirds of active-duty military personnel report experiencing offensive racial behaviors in the previous 12 months, whereas approximately one in ten reports threatening racial incidents or career-related discrimination. Racial harassment significantly increases job dissatisfaction irrespective of the form of harassment considered. Furthermore, threatening racial incidents and career-related discrimination heighten intentions to leave the military. Finally, our results point to the importance of accounting for unobserved individualand job-specific heterogeneity when assessing the consequences of racial harassment. In single-equation models, the estimated effects of racial harassment on both job dissatisfaction and intentions to leave the military are understated.
Introduction
An increase in the racial and ethnic diversity of the US population has left many employers managing more heterogenous groups of workers than ever before. On the one hand, workplace diversity appears to facilitate greater creativity and lead to more scope for problem solving, whereas, on the other hand, diversity can also result in greater discontent among workers. This tension has led to a large literature-across the range of social science disciplines-that seeks to investigate issues related to race and ethnicity in the workplace. 1 Diversity issues are particularly salient for the US military. Historically, the military has been relatively integrated when compared to other social institutions and has consequently provided a key source of socioeconomic mobility for black Americans (Ellison 1992; Moskos and Butler 1996) . The military has become even more racially and ethnically diverse over time. Between 1973 , when the all-volunteer force was established, for example, and 1999, minority representation within the activeduty officer corps grew from 4.2 to 16.9% despite the overall downsizing of the defense forces in the late 1980s (DOD undated, p. 92; . 2 Unfortunately, this increased diversity has not come without cost. In particular, reports of racial and ethnic harassment are common in the US military (Antecol and Cobb-Clark 2007) , and the US military spends millions of dollars each year supporting equal opportunity practices (Edwards 2001) . The development of effective policies for managing diversity and limiting discord is vital in light of these costs and suggests that, in the future, the military may find "the equal opportunity climate of its units is one of its primary criteria of mission effectiveness" (Knouse 1991, p. 386) . 3 Our objective is to contribute to the literature on workplace diversity by examining the consequences of racial harassment for individuals' job satisfaction and intended job change. 4 To this end, we utilize data on a sample of active-duty personnel in the US military captured in the Armed Forces Equal Opportunity Survey (AF-EOS 2000) , which provides us with direct information about the nature 1 See Milliken and Martins (1996) for a review of the organizational psychology literature on the effects of workplace diversity. Lazear (1999) examines the incentives for diversity in team building, whereas Alesina and La Ferrara (2005) consider the relationship between ethnic diversity and economic performance generally. Finally, Hamilton et al. (2004) present empirical evidence on the impact of team diversity on productivity. 2 In 1999, minorities made up fully 36.4% of all active-duty personnel (Dansby et al. 2001, p. 221) .
3 Similar arguments can be made regarding sexual harassment and the integration of women into the US military (Antecol and Cobb-Clark 2006) . In particular, sexual harassment has been linked to a reduction in unit cohesion and combat readiness (Rosen and Martin 1997) . 4 In the analysis, we will also consider harassment of Asians and Hispanics. Although harassment of these groups is more likely based on ethnicity rather than race, we will continue to refer to this as "racial" harassment for simplicity. and extent of harassment individuals have faced. 5 Large samples, detailed information, and the ability to identify unique military installations (workplaces) make the data especially well suited to the task at hand. Given our interest in the consequences of racial harassment, we develop a simultaneous-equation model in which harassment affects job satisfaction directly and-through the job satisfaction equation-has indirect effects on intended quits. This specification allows the error terms to be correlated across equations and, consequently, accounts for the effects of any unobserved individual-and job-specific effects-related to, for example, specific military jobs or individuals' attitudes toward work-that jointly determine more than one of our outcomes of interest. Explicitly accounting for this endogeneity is important in producing consistent estimates of the consequences of racial harassment.
Studying the effect of racial harassment on job satisfaction is of interest because job satisfaction itself is a measure of overall well-being (Clark 1996 (Clark , 1997 . 6 Additionally, job satisfaction is an important predictor of individual behavior. The psychology literature, for example, provides evidence that low job satisfaction is correlated with increased absenteeism (Clegg 1983) , lower worker productivity (Mangione and Quinn 1975) , and increased incidence of mental and physical health problems (Locke 1976 ). More importantly for our purposes in this study, job satisfaction is also related to both intentions to quit (Shields and Wheatley Price 2002b; Shields and Ward 2001; Laband and Lentz 1998; Gordon and Denisi 1995) and actual quit behavior (Kristensen and Westergård-Neilsen 2004; Clark 2001; Bertrand and Mullainathan 2001; Clark et al. 1998; Freeman 1978) with estimates derived from panel data demonstrating that the causality runs from job satisfaction to future quitting behavior.
Moreover, assessing the effect of racial harassment on job satisfaction and intended job change is helpful in expanding our understanding of the consequences of labor market discrimination more generally. In particular, previous research suggests that workers' self-reports of harassment and discrimination are closely related to subsequent labor market behavior. Older workers who report experiencing age discrimination and women who report experiencing gender discrimination are more likely to separate from their employers for example (Johnson and Neumark 1997; Neumark and McLennan 1995) , whereas women's labor supply appears to be particularly sensitive to racial discrimination and sexual harassment (Goldsmith et al. 2004) . Given the need to recruit and retain high-quality personnel (see Hosek and Sharp 2001) and the close link between personnel's stated intentions regarding reenlistment and actual reenlistment behavior (Chow and Polich 1980; Rostker et al. 1993) , we would expect the costs of racial harassment to the military to be 6 See Clark (1996) , Clark and Oswald (1996) , Heywood and Wei (2006) , and Shields and Ward (2001) for reviews of the economics literature on job satisfaction. 5 Empirical estimates of labor market discrimination are generally derived from residual differences in aggregate outcomes once observable productivity-related characteristics have been taken into account. Omitted variables, unobserved heterogeneity, and measurement error can all confound residual-based estimates of labor market discrimination, however, leading to an increased interest in the use of direct survey data to measure discrimination (e.g., Kuhn 1987; Hampton and Heywood 1993; Laband and Lentz 1998; Johnson and Neumark 1997; Antecol and Kuhn 2000; Shields and Wheatly Price 2002a, b; Cobb-Clark 2006, 2007). substantial if harassment results in men and women failing to enlist or once enlisted, choosing to end their military careers.
Racial harassment is a particularly blatant form of racism that is discriminatory by its very nature (see Shields and Wheatly Price 2002a) . Despite a vast literature on the effects of labor market discrimination on the aggregate wages of different groups, little attention has been paid to the consequences of discrimination for other outcomes of interest, and even less attention has been directed toward the effects of racial harassment per se (see McClelland and Hunter 1992) .
7 This is unfortunate because psychologists studying prejudice argue that the forces driving discrimination and harassment per se are likely to differ (Brewer 1999) .
Our results indicate that two thirds of active-duty military personnel report experiencing offensive racial behaviors in the previous 12 months, whereas approximately one in ten report threatening racial incidents or career-related discrimination. Racial harassment significantly increases job dissatisfaction irrespective of the form of harassment considered. Furthermore, threatening racial incidents and career-related discrimination heighten intentions to leave the military, although there is no significant effect of racially offensive behavior on the intended job change of active-duty personnel. Finally, our results point to the importance of accounting for unobserved individual-and job-specific heterogeneity when assessing the consequences of racial harassment. In single-equation models, the estimated effects of racial harassment on both job dissatisfaction and intentions to leave the military are understated.
The armed forces equal opportunity survey
We use data drawn from the public-use 1996 US AF-EOS combined with a randomized variable extracted from the confidential file that allows us to identify separate military installations. These data are uniquely suited to the analysis at hand. The public-use file provides us with detailed information on perceived racial harassment, job satisfaction, and intentions to remain in the military, as well as demographic and human capital characteristics. Additionally, the public-use AF-EOS contains information about the equal opportunity climate, as well as social prescriptions regarding interracial interactions. The ability to identify unique military installations is extremely important for our purposes, as it allows us to construct installation-specific measures of these organizational factors. Shields and Wheatly Price (2002b) who examine the effect of racial and ethnic harassment on both job dissatisfaction and the intention to leave nursing. Additionally, Laband and Lentz (1998) and Antecol and Cobb-Clark (2006) study the effect of sexual harassment on the job satisfaction and intended job change of female lawyers and female military personnel, respectively. 8 Installations are a particularly meaningful measure of organizations in our case because they reflect geographically separate groups of individuals who live and work together and whose day-to-day experiences are ultimately under the command of a single individual. In particular, DoD directives make equal opportunity a commander's responsibility (Dansby and Landis 2001) .
The AF-EOS data generalize to personnel in the Army, Navy, Marine Corps, Air Force, and Coast Guard with at least 6 months of active-duty service who are below the rank of admiral or general. To conduct the AF-EOS, a non-proportional stratified random sample of active-duty personnel was drawn from the Defense Manpower Data Center's (DMDC) April 1996 Active-duty Master File (ADMF). This sample was stratified on the basis of service, location, pay level, and race/ethnicity. In particular, minority groups were oversampled to ensure adequate numbers of minority respondents were available for analysis. AF-EOS questionnaires were then mailed to sample members between September 1996 and January 1997. From an initial eligible sample of 73,496 individuals, 9 usable questionnaires were returned from 39,855 individuals for an overall response rate of 52.7% Wheeless et. al. 1997) .
We restrict our analysis to individuals with non-missing military installation codes because these codes are needed to construct our measures of equal opportunity climate and social prescriptions regarding interracial interactions (see Section 3 below). Unfortunately, installation codes are not generally available for overseas personnel and members of the Coast Guard, and so, these individuals have also been excluded from the sample.
10 Moreover, we only consider installations for which we have a sample of at least ten active-duty members to have sufficient precision for our installation-level measures.
11 These restrictions produce a final sample of 17,879 individuals including 5,142, 4,253, 4,802, and 3,682 white, black, Hispanic, and Asian active-duty personnel, respectively, with non-missing values for the key variables of interest.
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Personnel in the sample were asked which of the 31 separate racial harassing incidents-initiated by another military member or a Department of Defense civilianthey had experienced in the previous 12 months. These incidents range from being subjected to offensive racist remarks and being told racist jokes to being evaluated unfairly or being physically assaulted because of race. Following Scarville et. al. (1997) , we combine the responses to the 31 separate items in the 1996 AF-EOS into three 9 Although the initial non-proportional stratified random sample consisted of 76,754 active-duty personnel, 3,258 of them were found to be ineligible for the target population because they had left the military service Wheeless et al. 1997) . 10 Approximately 40% (70%) of overseas personnel (members of the Coast Guard serving in the USA) have missing installation codes, whereas roughly 13, 6, 4, and 4% of members of the Army, Navy, Marine Corps, and Air Force serving in the USA, respectively, have missing installation codes. 11 Similar results are found if we consider only those installations with at least 50 active-duty members and are available upon request. 12 A unique feature of the AF-EOS data is that it contains basic demographic information for both respondents and non-respondents. We find that, while whites and Asians were disproportionately likely to respond to the survey, blacks are underrepresented among respondents. Moreover, respondents are less likely to be in the Marines and more likely to be in the Air Force. These differences-while significantare generally minor, suggesting that the characteristics of the two groups are much the same. Similar results are found when comparing our analysis sample to both non-respondents and respondents who were excluded from our analysis (i.e., members of the coast guard, personnel serving at small military installations (i.e., less than ten active-duty personnel), overseas personnel, installations with missing zip codes, installations with missing identifiers, and characteristics with missing information). Unfortunately, however, we can only speculate about the ways in which the harassment experiences of these individuals might differ from the individuals in the sample. broad categories: (1) offensive encounters, (2) threatening encounters, and (3) careerrelated incidents. We then create three indicator variables that equal one if a respondent reported experiencing at least one of the behaviors in each category (see Table A .1 in Appendix) and zero otherwise. While the latter essentially measures racial discrimination, the former two are more sensibly thought of as racial harassment per se. 13 For ease of exposition, however, we shall refer to all three measures collectively as "harassment."
14 Table 1 (column 1) presents the mean incidence (and standard deviation) of each type of harassment, as well as the overall incidence of harassment by racial group membership. Overall, offensive encounters are the most frequently reported form of racially harassing behavior (65.1%), with career-related (12.7%) and threatening incidents (8.9%) occurring less frequently. This general pattern holds within racial groups, although there is substantial diversity in perceived harassment across groups. No racial group uniformly reports a higher incidence of every type of harassing behavior. In particular, reports of offensive encounters are highest among Hispanics (77.5%), whereas reports of threatening encounters and career-related incidents are highest among Asians (14.2%) and among blacks (28.7%), respectively. White personnel are less likely to report all types of harassing behavior than are their nonwhite counterparts, although the majority (60.9%) of white personnel also report being subjected to racially offensive encounters. Although it is difficult to make direct comparisons, it is interesting to note that, while the incidence of racial harassment reported by white military personnel is substantially higher than that reported by white British nurses, harassment levels among non-white military personnel and British nurses are often quite similar (see Shields and Wheatly Price 2002a) .
In addition to asking active-duty personnel about the incidence of racially harassing behavior in the military, the AF-EOS survey also collected information about how satisfied individuals were with certain aspects of military life. Specifically, individuals were asked the following questions. First, how satisfied are you with your job as a whole? Second, suppose that you need to decide whether to remain in the military. Assuming you could remain, how likely is it that you choose to do so? 15 We consider the following measures of job satisfaction and intended job change in the military. "Dissatisfied" equals one for individuals reporting that they are either dissatisfied or very dissatisfied with their job as a whole and zero otherwise, and "quit" equals one for individuals reporting that they are either unlikely or very unlikely to remain in the military. 13 Scarville et. al. (1997) used a principal component analysis with orthogonal rotation to assign each of the 31 types of encounters into six broad categories. As four of their categories (assignment/career, evaluation, punishment, and training/test scores) all pertain to racial discrimination with respect to aspects of one's military career, we have combined these four categories into one broad category that we label "career-related." The remaining categories are identical to those considered by Scarville et. al. (1997) . See Table A .1 in Appendix for a detailed list of the question wording and specific behaviors that make up each type of racial harassment. 14 Given the disjuncture between standard measures of discrimination and perceptions of discrimination (Antecol and Kuhn 2000) , we suspect that-even if harassment could be objectively measured-it is perceptions of harassment that are important in understanding individual behavior. 15 Responses to the first question include: very dissatisfied, dissatisfied, neither, satisfied, and very satisfied. Responses to the second question include: very unlikely, unlikely, neither, likely, and very likely. Table 1 also reports the incidence of job dissatisfaction and intended job change by race and harassment experience. Overall, 16.8% of military personnel report dissatisfaction with their military jobs and 26.6% report intending to leave the military. In general, non-white personnel have levels of job dissatisfaction similar to whites, although intended job change is generally somewhat lower among minority personnel. For example, overall 27.6% of white personnel report intending to end their military career, which is slightly higher than the proportion of blacks (24.8%), Hispanics (25.0%), and Asians (20.0%) intending to make a career change. These results are consistent with previous research on civilian workers suggesting thatdespite being in generally less attractive jobs-groups such as blacks and women often exhibit similar or higher levels of job satisfaction, a finding that has been attributed to lower expectations (Bartel 1981; Clark 1997) .
Not surprisingly, job dissatisfaction and intentions to leave the military are higher among those reporting some form of racial harassment irrespective of race. Similarly, regardless of race, intentions to leave the military are higher among those reporting dissatisfaction with military employment. Dissatisfaction and intentions to leave the military are particularly high among those who have experienced racially threatening incidents and career-related discrimination. For example, overall 18.1% of black personnel report dissatisfaction with their military career, and 24.8% intend to leave the military. In contrast, fully 31.3% of black personnel reporting racially threatening incidents and 27.0% of those experiencing career-related discrimination are dissatisfied with their jobs, whereas more than a third intend to end their military employment.
The estimation strategy
Our interest is in assessing the consequences of racial harassment for military personnel's dissatisfaction with and intentions to leave military employment. One obvious strategy for addressing this issue is to incorporate measures of harassment directly into a job satisfaction and/or an intended job change equation. Although this approach has been used previously in the harassment literature (see for example, Laband and Lentz 1998; Shields and Wheatly Price 2002b; Antecol and Cobb-Clark 2006) , these single-equation models assume that reported racial harassment is exogenous to reported job dissatisfaction and intentions toward future military employment. However, it is likely that unobservable individual-or job-specific characteristics may jointly determine both perceived harassment and the other outcomes of interest. For example, heterogeneity in individuals' perceptions of, tolerance for, or willingness to report unpleasant events in the workplace potentially influences both reports of racial harassment and personnel's satisfaction with military employment. Failure to account for this endogeneity would lead the singleequation estimates of the effect of harassment on job satisfaction and intended job change to be biased. 16 Consequently, we develop a simultaneous equations model in which we allow the error terms to be correlated across equations to take account of any unobserved heterogeneity.
The model
We begin with a structural model in which perceived racial harassment directly affects job dissatisfaction and-through the job dissatisfaction equation-has indirect effects on the intention to leave the military equation. We assume that harassment has no direct effect on intended job change beyond its effect in reducing job satisfaction. This specification seems to us to be both intuitively appealing and consistent with the empirical literature demonstrating the close link between job satisfaction on the one hand and both intended and actual quits on the other. 17 The cross-sectional nature of our data precludes assessing the effect of racial harassment Laband and Lentz 1998; Gordon and Denisi 1995) . Consistent with the behavior of workers generally (see Steel and Orvalle 1984) , previous research also establishes the close link between military personnel's stated intentions regarding reenlistment and actual reenlistment behavior (see Chow and Polich 1980; Rostker et al. 1993) . Given this framework, we adopt the following model
where i indexes individuals, j indexes military installations, H Ã ij is the propensity to perceive racial harassment, D Ã ij is the propensity to be dissatisfied with one's job, Q Ã ij is the propensity to report intending to leave the military, and H ij , D ij , and Q 0 are the observed harassment, job dissatisfaction, intended job change outcomes (defined below), respectively. Further, X ij is a vector of background characteristics (race, gender, education, years of active-duty service, officer status and service) and a constant term. Variable definitions and descriptive statistics are provided in Tables A.2 and A.3 in Appendix, respectively.
Social norms constraining interracial interactions are associated with both offensive racial encounters and career-related racial discrimination (Antecol and Cobb-Clark 2007) , so it seems reasonable to expect that such social constraints would also directly affect personnel's satisfaction with and intentions to remain in military employment. Consequently, EO ij is a vector-common to all equations-of six measures of racial diversity and the nature of interracial relations on the base. More specifically, EO ij includes an index of social constraints that captures the extent to which social norms, at a particular base, appear to limit personnel's ability to socialize with colleagues of a different race in mess halls, recreation facilities, or while off-duty. Higher values of the index are associated with fewer constraints. Moreover, EO ij includes measures of the racial diversity (percent white) and quality of race relations (positive race relations and racial confrontation) on the base. Weighted, installation-specific means of the social constraint index, racial diversity, and race relations measures are calculated and then assigned to each individual. Using aggregated responses in this way allows us to capture the nature of race relations at installations generally and avoid the potential endogeneity associated with individuals' perceptions of these issues. Finally, harassment in, dissatisfaction with, and intentions to leave military employment are all likely to depend on the extent to which individuals engage in interracial interactions in their work environment. Consequently, EO ij includes two individual-level indicator variables that capture the effects of working with or being supervised by personnel of a different race or ethnicity.
Previous research indicates that the incidence of harassment is related to the extent to which the organization is successful in creating a climate in which such behavior is not tolerated (Williams et al. 1999; Shields and Wheatly Price 2002a; Cobb-Clark 2006, 2007) . Consequently, the propensity to report racial harassment is assumed to be a function of I ij which captures the extent to which respondents know about and feel free to access anti-harassment enforcement measures on the individual's base. Training in equal opportunity issues in the previous 12 months (T ij ) is assumed to influence not only reported harassment but also job satisfaction in general.
Following Clark and Oswald (1996) , we also allow job satisfaction to depend on respondents' relative outside opportunities. While the previous literature has generally modeled relative opportunities in terms of comparison income (see, for example, Hamermesh 1977; Lévy-Garboua and Montmarquette 1996; Clark and Oswald 1996; Clark 1996 Clark , 1997 Heywood and Wei 2006; Shields and Wheatly Price 2002b) , this is problematic in our case because our data do not provide sufficient detail about the skills, experience, training, etc., of our sample of activeduty personnel to allow us to estimate the wage that each would command in the civilian labor force. Furthermore, a significant component of compensation in the military takes the form of difficult-to-value, often non-taxable, in-kind benefits such as family housing, housing allowances, medical and dental, child care, professional training, commissaries, etc. (Melese et. al. 1992; Kilburn et. al. 2001) , making simple comparisons of relative civilian/military monetary income difficult. Instead, we include in the job dissatisfaction equation information about respondents' views of the relative civilian/military opportunities for individuals of their race with respect to promotion, pay and benefits, fair performance evaluation, acquiring education and training, as well as quality of life generally, along with measures of individuals' family situation (marital status and the presence of dependent children; R ij ). These measures are also included in the intentions to quit equation as previous evidence suggests that one's family situation and perceptions of the relative benefits of civilian life have a direct effect on intended job change independent of their effect on job satisfaction (Rostker et al. 1993) . We believe that individual perceptions of the relative merits of a military career are important for understanding personnel's job dissatisfaction and future career plans. Thus, in our case, these measures are directly of interest, and we are able to avoid a common estimation problem associated with subjective measures that are intended to proxy for objective measures (see Hamermesh 2004) .
Given the framework discussed above, we estimate a trivariate probit model as follows:
18 All estimation is preformed in Stata 8 using a trivariate probit estimation routine developed by Cappellari and Jenkins (2003) . This routine is based on the GHK smooth recursive simulator that has been found to be quite accurate and is often used in computing functions involving multivariate normal integrals (see Greene 2000, pp. 196-197) . The square root of the number of observations is used to determine the number of draws used by the trivariate probit estimation routine.
where
X the variances of the error terms are normalized to 1. 
Identification
The above model is identified through the exclusion of institutional factors relating to anti-harassment enforcement (I ij ) from the job dissatisfaction and intentions to quit equations and the exclusion of anti-harassment training (T ij ) from the intentions to quit equation (see Table A .2 in Appendix). These restrictions have both theoretical and empirical appeal. On theoretical grounds, it is difficult to see why antiharassment enforcement measures (i.e., awareness of and freedom to use harassment hotlines) would have a direct effect on job dissatisfaction or intentions to leave the military-independent of their indirect effect through the propensity to experience racial harassment. In particular, awareness that one's base has a harassment hotline and believing that there would be few repercussions for using it are unlikely to directly contribute to personnel's job satisfaction or career plans in any measurable way given that our job satisfaction and job change equations already include six detailed measures of an installation's equal opportunity climate including racial diversity, the quality of race relations, social constraints on interracial interactions, and interracial interaction in one's work environment. It seems equally unlikely that anti-harassment training would directly factor into individuals' future career plans independently of these six measures of an installation's equal opportunity climate. After all, anti-harassment training is not particularly time intensive with 68.4% of personnel spending less than 4 hours in such training in the previous 12 months. Moreover, military employment is characterized by a great deal of mobility across job assignments and duty locations. Military personnel are, therefore, likely to be much less sensitive than other workers to the nature of their current work environment when making long-term career decisions. Given this, it seems reasonable to assume that anti-harassment training affects intentions to quit only indirectly through their effect on job satisfaction overall.
These are of course maintained assumptions; however, we explored the validity of these exclusion restrictions by using 2SLS to estimate a linear probability specification of equation (2). With two exceptions, the F statistic from both the first-and second-stage regression exceeds 10, indicating that weak instruments are 19 This estimation framework also implicitly assumes that military personnel who are neither satisfied/ dissatisfied (neither likely to remain/quit) are the same as military personnel who are satisfied (likely to remain). To investigate this, we re-estimate equation (2), replacing "dissatisfied" with "satisfied" [equaling one for individuals reporting that they are (very) satisfied with their job as a whole] and "quit" with "stay" [equaling one for individuals reporting that they are (very) likely to remain in military employment]. We also re-estimate equation (2), replacing dissatisfied with satisfied but leaving intentions to leave military employment. In both cases, the results did not substantially differ from those presented in the paper. Additional results are available upon request. not a particular concern (see Staiger and Stock 1997) . 20 Moreover, chi-squared overidentification tests provide no evidence that our excluded instruments are incorrectly omitted from the estimation equation (Hausman 1983) . These results are presented in Table A .4 in Appendix.
Racial harassment, job satisfaction, and intentions to quit
We begin by considering the determinants of racial harassment resulting from the trivariate probit estimation of equation (2). We then move on to consider the consequences of racial harassment for job satisfaction and intentions to remain in the military. For ease of interpretation, we report marginal effects (evaluated at means) and standard errors (calculated using the delta method).
The determinants of racial harassment
Both blacks and Hispanics are significantly more likely to report experiencing racially offensive behavior and career-related discrimination than their white colleagues (see Table 2 ). This racial gap is particularly large for career-related discrimination with Hispanics being approximately 25% more likely and blacks being approximately twice as likely to feel that they have been the victims of careerrelated discrimination. In contrast, there are no significant racial differences in reports of threatening racial incidents once other characteristics are controlled for, whereas Asians are significantly less likely to report experiencing offensive racial behavior.
Racial diversity and the nature of interracial relations on an installation affect personnel's experiences of racial harassment. Higher levels of racial confrontation are associated with increased probabilities of both offensive and threatening encounters (as might be expected) but not career-related discrimination. This is consistent with psychological evidence that discrimination is often motivated by preferential treatment of in-group members rather than direct hostility toward outgroup members (Brewer 1999) . Social prescriptions regarding interracial interactions also lead to consistently higher rates of racially offensive behavior and career-related discrimination but are generally unrelated to reports of threatening racial incidents. Positive race relations decrease reports of threatening racial incidents but are unrelated to reports of offensive encounters or career-related discrimination. Nor do personnel report fewer incidents of racial harassment when they are stationed where there is a general feeling that it is possible to report harassment without repercussions. Together these results suggest that it is the degree to which race relations can be characterized as "poor" rather than the degree to which they can be characterized as "positive" that is most salient for military personnel's experiences of racial harassment.
Moreover, soldiers' propensity to experience racial harassment depends in part on the diversity they face in their day-to-day work environment, as well as on their Significant at the 10% level awareness of EO issues generally. Specifically, personnel working in groups in which their own race is uncommon are generally more likely to report all forms of racial harassment. The race of one's supervisor and the racial make-up of the installation are less important in predicting perceived racial harassment. However, personnel do report more career-related discrimination and somewhat more threatening racial incidents when their supervisor is of a different race. Finally, military personnel who report that their military installation has a hotline for reporting harassment are less likely to report experiencing racial harassment. Anti-harassment training is also associated with less career-related racial discrimination. This is consistent with previous evidence on the effects of anti-harassment training on reports of sexual harassment among female military personnel (Antecol and Cobb-Clark 2006) .
The consequences of racial harassment: job satisfaction and intentions to quit
What are the consequences of racial harassment for job satisfaction and intentions to leave military employment? To place our results in context, we first examine some of the key determinants of job dissatisfaction and intentions to quit (see Table 2 ). We then consider the consequences of racial harassment on job dissatisfaction and intended job changes.
Key determinants of job dissatisfaction and intentions to quit
Interestingly, minority personnel report that they are less dissatisfied with and more likely to remain in their military employment. This is perhaps not surprising given the evidence that the military's history of social integration of and socioeconomic mobility for minority personnel (Ellison 1992; Moskos and Butler 1996) . Moreover, personnel who work in groups where their own race is uncommon or who have a supervisor of a different race do not report significantly higher levels of job dissatisfaction. Thus, any impact of interracial interactions at work on job dissatisfaction seems to occur only indirectly by increasing the propensity to report being harassed. In fact, overall job dissatisfaction is lower when there are fewer social constraints limiting interracial interactions and race relations on the base generally are more positive. Thus, there is little evidence that the interracial nature of military life per se leads to increased levels of dissatisfaction or a failure to re-enlist.
Better civilian opportunities with respect to promotion, education and training, quality of life, and opportunity to show pride in oneself increase dissatisfaction with military employment. The latter two also increase intentions to leave the military as do better civilian opportunities with respect to fair performance evaluations. At the same time, perceptions of relative civilian/military pay do not significantly affect job satisfaction or affect future career plans. This is in contrast to other evidence that indicates that, while not necessarily the most important factor, satisfaction with pay is nonetheless quite important in determining the overall job satisfaction of civilian workers (Kristensen and Westergård-Neilsen 2004; Clark 2001) .
Finally, military personnel who are married and who have dependent children are more likely to report intending to remain in the military, although they are no more satisfied with their military employment. This result is not surprising given that the value of military benefits is substantially higher for personnel with dependents (Kilburn et al. 2001 ). 
The effects of racial harassment and job dissatisfaction
We now turn to the consequences of racial harassment for job dissatisfaction and intentions to leave the military. Racial harassment affects job dissatisfaction directly and has indirect effects-through increased job dissatisfaction-on intentions to leave the military. We are interested in the magnitude of both effects. The effect of racial harassment on job dissatisfaction is given by
and these results are reported in the first row, second column of Table 2 . As harassment has only direct effects on job dissatisfaction, its marginal impact can be calculated in the same way as the independent variables in the model. The effect of job dissatisfaction on intended job change can be calculated similarly and these results are reported in the second row, third column of Table 2 . At the same time, racial harassment has only indirect effects on intentions to quit, and so, we calculate the conditional probability of intending to leave the military when racial harassment does and does not occur. In other words, we calculate
and these results are reported in the first row, third column of Table 2 .
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Racial harassment leads to increased job dissatisfaction. Specifically, military personnel are between 24.7 (offensive racial encounters) and 21.6 (threatening racial incidents) percentage points more likely to be dissatisfied with their jobs, a rate that is approximately 40% higher than non-harassed personnel (see Table 2 ). Moreover, 21 Specifically, in addition to their basic pay, military personnel receive additional payments that depend, in part, on the number of dependents they have. Housing allowances and the value of medical benefits also explicitly vary with the number of dependents (Kilburn et al. 2001 ). Many components of military pay and benefits are nontaxable. 22 Unlike the previous case that relies only on the univariate cumulative standard normal distribution, this result also necessitates the use of the trivariate cumulative normal distribution. We calculated standard errors by using a Cholesky decomposition of Σ (including the estimated correlations) to obtain p 0 . Using
we randomly sampled η ij (N = 1,000) from a standard normal distribution and recalculated the marginal effect using alternative values of κ in equation (4). Standard errors are based on the distribution of these results. These calculations were performed using Gauss 7.0. military personnel are almost twice as likely to intend to leave the military if they are dissatisfied with their military jobs.
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By increasing job dissatisfaction, racial harassment also has indirect effects on personnel's intentions to leave military employment. Overall, threatening racial encounters increase intended job change by 18.3 percentage points, whereas careerrelated discrimination leads to an increased propensity to intend to quit of 16.8 percentage points. Thus, these forms of racial harassment have a substantial effect on individual's future career plans, increasing the rate of intended job change by roughly two thirds. At the same time, offensive racial encounters have no significant effect on military personnel's intentions to leave the military.
The issue of endogeneity: single-equation results
Our results provide strong evidence that, accounting for the potential endogeneity resulting from unobservable individual-and job-specific characteristics associated with reporting harassment, job dissatisfaction and intended job change is quite important. In particular, we generally find a negative and significant correlation between the error terms of the racial harassment and job dissatisfaction equations (see Table A .5 in Appendix), and in all specifications, likelihood ratio tests reject at the 1% level the hypothesis that the estimated correlations in the error terms across equations are zero. This result suggests that unobservable factors simultaneously lead reports of racial harassment to be higher and job dissatisfaction to be lower. This might indicate, for example, that jobs with more interracial interactions (where harassment might be higher) are also jobs that are more inherently satisfying. Moreover, we often find a negative and significant correlation between the error terms of the job dissatisfaction and intended quits equations. At the same time, we generally do not find a significant correlation between the error terms of the racial harassment and intended quits equations. These results are consistent with Shields and Wheatly Price (2002b) .
To gauge the impact of accounting for this endogeneity, we estimated single equation results of the consequences of racial harassment on job dissatisfaction and intentions to leave military employment. These results are presented in Table 3. 24 It is not surprising given ρ 23 is frequently negative and significant that single-equation estimates of the effect of job dissatisfaction on intentions to leave military employment are smaller than those resulting from the simultaneous equation model. For example, single equation models indicate that job dissatisfaction is associated with a 22.4 percentage point increase in the probability of intending to leave the military. This is in comparison to estimated effects of between 49.2 and 51.3 23 We also estimate the model separately by race. The same patterns are found across racial groups, although the link between job dissatisfaction and intended job change is generally strongest for black and Asian personnel and weakest (and often insignificant) for white and Hispanic personnel. Although we can only speculate, these differences may stem from racial and ethnic differences in non-military labor market opportunities. Results are available upon request. 24 The conditional probability of harassment on intended job change in the single equation framework, using the chain rule, simply reduces to the marginal effect of racial harassment in the dissatisfaction equation times the marginal effect of job dissatisfaction in the intended job change equation. The standard errors are calculated using the "delta" method.
percentage points (depending on the underlying harassment measure) resulting from the simultaneous equation models. Furthermore, explicitly accounting for endogeneity also has large effects on the estimated consequences of harassment. Specifically, single equation models of the effect of threatening racial harassment on job dissatisfaction (intentions to leave military employment) indicate that harassment is associated with a 6.3 (1.4) percentage point increase in the probability of being dissatisfied with (intending to leave) military employment in comparison to our estimate of 21.6 (18.3) percentage points when we explicitly account for endogeneity (see Tables 2 and 3) .
Conclusions
Increased racial and ethnic diversity in US employment seems inevitable in the face of the growing diversity in the population generally. This study adds to the literature on workplace diversity by examining the consequences of racial harassment for the job satisfaction and intended job change of personnel on active duty in the US military. Our results indicate that racial and ethnic harassment is common in the military. Approximately, two thirds of personnel on active-duty report experiencing offensive racial behaviors in the previous 12 months, whereas approximately one in ten report experiencing threatening racial incidents or career-related discrimination. This harassment has negative consequences for military personnel. Racial harassment of any type results in significantly more job dissatisfaction. Furthermore, threatening racial incidents and career-related discrimination heighten intentions to leave the military, although there is no significant effect of racially offensive behavior on the intended job change of active-duty military personnel. We have no theoretical or empirical reason to be concerned about the identification of our estimation model; however, as usual, these results rest on the specific maintained exclusion restrictions that underlie the model identification. Comparison of these results to those derived from single-equation models points to the importance of accounting for unobserved individual-and job-specific heterogeneity when assessing the consequences of racial harassment. Failure to account for this heterogeneity leads the estimated impact of racial harassment on job dissatisfaction and intended job change to be understated. It is unclear whether the extent to which these specific patterns might also be extended to groups of civilian workers. The military has historically been relatively integrated when compared to other social institutions, and the nature of military employment leads to frequent interracial interactions as personnel-particularly young enlisted men and women-live and work in close proximity with others outside their own racial and ethnic group. At the same time, military personnel do not have the same protection from racial discrimination as the rest of the population, as court decisions have held that Title VII of the Civil Rights Act of 1964 pertains only to civilian employees of the armed forces (Smither and Houston 1991) . Complaints about discrimination are addressed through military rather than civilian courts raising the potential for disparity in responses to racial harassment.
What is clear is that there are strong incentives for employers (both civilian and military) to develop effective policies for managing workplace diversity. Employers who minimize worker discord and successfully capitalize on the increased creativity and enhanced problem-solving ability of diverse workgroups are likely to find that they have a competitive edge. To the extent that racial harassment affects employers' ability to recruit and retain high-quality workers, it leads to higher labor costs. 25 Consequently, institutional arrangements that reduce the incidence of racial harassment are likely to be quite important. Our results indicate that training programs and the promotion of hotlines and formal procedures for addressing harassment issues-which may heighten awareness of racial harassment issues generally-are often associated with a significant reduction in the propensity to report experiencing racial harassment. Conversely, harassment is more prevalent at those installations where racial confrontation and social prescriptions barring interracial interactions are rife. Racial diversity and the nature of interracial relations on the base (EO ij ) Social constraints Index is based on respondents' reports that (1) they feel pressure from service members belonging to their own racial group not to socialize with members of other racial groups; (2) people feel free to sit wherever they choose in the dining halls regardless of race; (3) people feel free to use any recreation facilities regardless of race; (4) members of a racial group are treated as if they are "trouble" when they get together; and (5) personnel prefer to socialize with members of their own racial group when they are off duty. Responses to each question range from 1 (not at all) to 5 (to a very large extent Racial harassment, job satisfaction, and intentions to remain in the military Based on trivariate probit results presented in Table 2 . Standard errors in parentheses. a Significant at the 5% level.
